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| NTRODUCTI ON

Plaintiff Bruce Rogers (“Plaintiff”) brings this gqui

tam action agai nst Defendant Tristar Products, Inc.

(“Defendant”). Plaintiff alleges that Defendant falsely marked



one of its products as patented for the purpose of deceiving the
public in violation of the False Marking Statute, 35 U S.C. §
292, and seeks recovery under a qui tam enforcenent provision in
the statute that permits “[a]lny person [to] sue for the penalty.”
Id. 8 292(b). Defendant noves to dismss Plaintiff’s conpl aint
on two grounds. First, Defendant contends that Plaintiff’s
conplaint fails to state a claimupon which relief can be
granted. Second, Defendant urges that the qui tam provision of
the Fal se Marking Statute is unconstitutional under Article Il of
the United States Constitution.*

As outlined below, the Court finds that Plaintiff’'s
conpl aint states a clai munder the False Marking Statute. The
Court concludes, however, that the qui tam provision under which
Plaintiff proceeds violates the Take Care Clause in Article Il of
the United States Constitution and is therefore unconstitutional.

Consequent |y, Defendant’s notion to dismiss will be granted. ?

! At the hearing on Defendant’s notion, Defendant vaguely

suggested that a simlar action was filed against it in another
district court. However, neither Defendant’s briefing nor oral
argunent contended that Plaintiff’s suit was barred under any
“first-to-file” imtation that may be applicable to actions
under section 292(b). See Chanpion Labs., Inc. v. Parker-
Hannifin Corp., No. 10-2371, 2011 W 1883832, at *5 (E.D. Cal.
May 17, 2011) (concluding that a statutory first-to-file bar in
the False Cains Act “applies with equal force to fal se patent
mar ki ng qui tam actions”). Therefore, the Court does not

consi der or decide whether a first-to-file limtation applies to
actions under section 292(b).

2 Under Rule 5.1 of the Federal Rules of Cvil Procedure,
a party asserting a constitutional challenge to a federal statute
must provide the United States with notice of the sane. The
United States then has 60 days to intervene, before which the
court may not enter a final judgnent holding a statute
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Il. BACKGROUND®

Def endant markets and sells the Jack LaLanne Power
Juicer (the “Power Juicer”) line of products in the United States
and abroad. (See Conpl. 1Y 7, 25.) The Power Juicer products
have been successful, exceeding $300 mllion in sales. ( See id.
1 8.) Defendant markets the Power Juicer products as havi ng
“Speci al Patented Extraction Technol ogy” that “delivers up to 30%
nore juice than other juicers.” (lLd. T 9.) Such references
appear on both the Power Juicer’s website, and Defendant’s
corporate website. (1d. Y 10-11.) They al so appear in
i nfonercials and ot her advertisenents. (1d. Y 12, 17.) For
exanple, television infonercials aired by Defendant refer to the
Power Jui cer products as having “Patented Extraction Technol ogy,”
“Pat ent ed Extraction Techni que,” “Patented 3600 RPM Super
Extraction Mtor,” and simlar patented technology. (1d. ¥ 12.)
One such infonmercial aired on or about January 16, 2011. (1d.)

Not wi t hst andi ng the representati ons nade i n Defendant’s
advertisenents, the only patent held for the Power Juicer line is

a Chinese patent (the “China Patent”) that covers the products’

unconstitutional. See Fed. R Cv. P. 5. 1(c). Defendant
provided the requisite notice in this case on March 18, 2011 and
the Court subsequently certified Defendant’s challenge in
accordance with Rule 5.1. On May 17, 2011, the 60 day period for
intervention expired. The United States filed a brief defending
section 292(b)’s constitutionality shortly thereafter, and
appeared for the sane purpose in connection with a hearing on

Def endant’ s notion to dism ss.

3 In accordance with the applicable standard of review,
ee infra Part I1l1.A the facts cited herein are derived from
laintiff’s conplaint.

[7)]
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design aspects only. (See id. 1Y 13-15.) This patent represents
Def endant’ s “conpl ete and collective efforts to obtain any patent
with respect to its Power Juicer line,” (id. T 14), and does not
cover any of the Power Juicer lines technology or address
functional aspects such as juice extraction, (see id. T 15-16.)
Put anot her way, the China Patent has “nothing to do” with any of
t he abovenenti oned patent references nmade in Defendant’s
advertisenments. (ld. T 15.) Plaintiff confirmed as nuch by
undertaking a “diligent patent search,” which led Plaintiff to
bel i eve that Defendant’s clains of having a patent on the Power
Juicer’s functional aspects, including juice extraction, are

false and msleading. (1d. ¥ 16.)

[11. DEFENDANT' S MOTION TO DI SM SS FOR FAI LURE TO STATE A CLAI M
A. Legal Standard

In considering a notion to dismss for failure to state
a claimupon which relief can be granted under Federal Rule of
Cvil Procedure 12(b)(6), the court nmust “accept as true all
allegations in the conplaint and all reasonabl e inferences that
can be drawn therefrom and viewthemin the |ight nost favorable

to the non-noving party.” DeBenedictis v. Merrill Lynch & Co.,

Inc., 492 F.3d 209, 215 (3d Cir. 2007) (internal citations
omtted). In order to wthstand a notion to dismss, a
conplaint’s “[f]actual allegations nust be enough to raise a

right to relief above the speculative level.” Bell Atl. Corp. v.

Twonbly, 550 U. S. 544, 555 & n.3 (2007). This “requires nore
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than | abel s and conclusions, and a fornmulaic recitation of the
el ements of a cause of action will not do.” |[d. at 555 (interna
citation omtted).

Al though a plaintiff is entitled to all reasonable
inferences fromthe facts alleged, a plaintiff’s |egal
conclusions are not entitled to deference and the court is “not
bound to accept as true a | egal conclusion couched as a factual

all egation.” Papasan v. Allain, 478 U S. 265, 286 (1986) (cited

with approval in Twonbly, 550 U.S. at 555). The pl eadi ngs nust
contain sufficient factual allegations so as to state a facially

pl ausible claimfor relief. See, e.qg., Gelman v. State Farm Miut.

Auto. Ins. Co., 583 F.3d 187, 190 (3d Gr. 2009). Aclaim

possesses such plausibility “*when the plaintiff pleads factual

content that allows the court to draw the reasonabl e i nference

that the defendant is |iable for the m sconduct alleged.”” [|d.
(quoting Ashcroft v. Igbal, --- US ----, 129 S. C. 1937, 1949
(2009)).

B. Di scussi on

The Fal se Marking Statute provides that “[w] hoever
mar ks upon, or affixes to, or uses in advertising in connection
Wi th any unpatented article, the word ‘patent’ . . . for the
pur pose of deceiving the public . . . [s]hall be fined not nore
t han $500 for every such offense.” 35 U S.C. § 292(a). “Any
person may sue for the penalty, in which event one-half shall go

to the person suing and the other to the use of the United
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States.” 1d. 8§ 292(b). A plaintiff proceeding on a false
mar ki ng cl ai mnust therefore “establish (1) the marking of an
unpatented article; (2) with the intent to deceive the public.”

Hol |l ander v. B. Braun Med., Inc., No. 10-835, 2011 W 1376263, at

*2 (E.D. Pa. Apr. 12, 2011); see also Rogers v. Conair Corp., No.

10- 1497, 2011 W. 1809510, at *2 (E.D. Pa. May 12, 2011).

A plaintiff shows that an article is “unpatented” under
the statute if “the article in question is not covered by at
| east one claimof each patent with which the article is marked.”

Clontech Labs., Inc. v. Invitrogen Corp., 406 F.3d 1347, 1352

(Fed. Cir. 2005). This necessarily requires consideration of
whet her “the clains of a patent cover the article in question.”
Id. In addition to showing that such an itemis fal sely marked,
a plaintiff nust denonstrate that the defendant “act[ed] wth
sufficient knowl edge that what it is saying is not so and
consequently that the recipient of its saying will be msled into
thinking that the statenent is true.” 1d. Because this el enent
sounds in fraud, Rule 9(b) applies and plaintiffs nust therefore
“state with particularity the circunstances constituting fraud or

m stake.” Fed. R Cv. P. 9(b); see In re BP Lubricants USA

Inc., 637 F.3d 1307, 1311 (Fed. G r. 2011) (applying Rule 9(b)’s
“gat ekeepi ng function” to clains under the Fal se Marking
Statute). This particularity requirenent, however, does not
apply to “[njalice, intent, know edge, and other conditions of a
persons mnd.” Fed. R CGCv. P. 9(b). Nevertheless, a plaintiff

proceeding on a false marking clai mnust “allege sufficient
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underlying facts fromwhich a court nay reasonably infer that a
party acted with the requisite state of mnd.” In re BP

Lubricants, 637 F.3d at 1311 (quoting Exergen Corp. v. \al-Mart

Stores, Inc., 575 F.3d 1312, 1327 (Fed. Cr. 2009)).

Here, Defendant argues that Plaintiff’s conplaint fails
to satisfy the pleading standards set forth in Rules 8(a) and
9(b). Specifically, Defendant contends that Plaintiff’s pleading
does not allege any facts fromwhich an intent to deceive the
public may be inferred. |In support of this contention, Defendant
points to what is mssing fromPlaintiff’s conplaint:

[Plaintiff] does not indicate that [Defendant] is listed as
t he assi gnee of record of over one dozen patents. [Plaintiff]
does not address why any nunber of these patents do not apply
to the accused products, nor does he address whether
[ Def endant] is the licensee to any other patents which may
cover the accused products. [Plaintiff] further does not
address whether an attenpt to view or inspect any of the
actual accused products was nmade, and whet her any of those
accused products are marked with a patent nunber.
(Def.”s Mot. to Dismss, doc. no. 6, at 14-15.) Plaintiff
responds that the conplaint satisfies Rules 8(a) and 9(b) because
it describes how, where, and when Defendant falsely advertised
that its product’s technol ogy was patented when, in fact, it is
not. Plaintiff is correct.

Plaintiff’s conplaint, after all, pleads that the only
patent for the Power Juicer line of products does not cover the
products’ technol ogy or address its functional aspects. (Conpl.
19 15-16.) That is, that the Power Juicer “is not covered by at
| east one claimof each patent with which the article is marked.”

Clontech Labs., 406 F.3d at 1352. Nevert hel ess, Defendant has
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advertised the Power Juicer products as having such functions by
mar keti ng them as havi ng “Patented Extraction Technol ogy,”

“Pat ented Extraction Techni que,” “Patented 3600 RPM Super
Extraction Mtor,” and simlar patented technology. (Conpl. 1
12.) One such advertisenent aired on an infonercial on or about
January 16, 2011. (ld.) Taken together, these underlying facts

are sufficient to support the reasonable inference that Defendant

acted with the intent to deceive a public. See In re BP

Lubricants, 637 F.3d at 1311

Such know edge can be readily inferred because the
facts pled, if true, establish that Defendant’s advertisenents

were a conplete falsity. See U.S. ex rel. Hallstromv. Agqua

Flora, Inc., No. 10-1459, 2010 W 4054243, at *1, 5 (E. D. Cal.

Cct. 15, 2010) (applying Rule 9(b) and denying defendant’s notion
to dismss where the conplaint averred that the defendant falsely
mar keted its products as patented when there was no patent
covering the product as advertised). Moreover, the allegations
“address who, what, when, where, and how [ Def endant]

allegedly violated the false marking statute.” [d. at *5; see B.

Braun Med., 2011 W 1376263, at *3. Nanely, that Defendant

advertised on infonmercials and the internet that the Power Juicer
products are patented in a manner which they are not.
Under this posited scenario, Defendant cannot seriously

contend that the requisite intent to deceive cannot be readily



drawn fromthe facts pled.* Indeed, Plaintiff’s pleading sets
forth facts which, if true, prove that the patent Defendant

adverti sed never existed at all. Cf. Pequignot v. Solo Cup Co.,

608 F.3d 1356, 1364 (Fed. Cir. 2010) (“Regarding the expired
patent markings, we agree . . . that, w thout nore, when ‘the
fal se markings at issue are expired patents that had previously
covered the marked products, the . . . presunption of intent to

deceive is weaker.’'” (quoting Pequignot v. Solo Cup Co., 646 F.

Supp. 2d 790, 797 (E.D. Va. 2009))); B. Braun Med., 2011 W

1376263, at *3 (dism ssing false marking clains where the
plaintiff alleged the defendant knew, based on its
sophistication, that it was inproperly marking its products with
expired patents). These factual allegations support the rational

i nference that Defendant’s advertisenents i ntended to decei ve the

4 Mor eover, Defendant’s contention that Plaintiff’'s

pl eading fails because it omts certain details (such as
reference to Plaintiff’s inspection of the product)

m sunder stands what is required of a fal se marking cl ai munder
section 292. As set forth above, a plaintiff asserting a fal se
mar ki ng cl ai m nust establish that the defendant marked an
unpatented itemas patented with the intent to deceive the
public. Advertising an itemin this manner, as the statute
itself expressly states, gives rise to a cognizable fal se marking
claim See 35 U. S.C. 8§ 292(a) (penalizing those who “use[] in
advertising in connection with any unpatented article, the word
‘patent’” . . . .”); Hollander v. Tinmex Gp. USA, Inc., No.

10- 429, 2011 W 1399806, at *6 (E.D. Pa. Apr. 13, 2011)

(di scussing advertising as a basis for liability under the
statute); Aqua Flora, Inc., 2010 W 4054243, at *1, 5 (denying
notion to dism ss false marking claimpredicated on all eged fal se
advertisenments). Viewing the facts pled in the Iight nost
favorable to Plaintiff and drawing all inferences in his favor,
see DeBenedictis, 492 F.3d at 215, Plaintiff’s conplaint plainly
establ i shes that Defendant violated the statute by fal sely
advertising the Power Juicer products as patented when they had
no patent covering the product as stated, (see Conpl. 17 14, 16.)
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public. See dontech, 406 F.3d at 1352-53 (“[T]o establish

know edge of falsity, the plaintiff nust show by a preponderance
of the evidence that the party accused of false marking did not
have a reasonable belief that the articles were properly marked .
7).
Thus, the Court wll deny Defendant’s notion to dismss

for failure to state a claimupon which relief can be granted.

| V. DEFENDANT’ S MOTI ON TO DI SM SS ON CONSTI TUTI ONAL GROUNDS

Def endant next argues that the qui tam provision of the
Fal se Marking Statute violates Article Il of the United States
Constitution. Because Plaintiff proceeds in this fal se marking
case as a qui tamrelator, see 35 U S.C. § 292(b) (“Any person
may sue for the penalty [provided under the statute], in which
event one-half shall go to the person suing and the other to the
use of the United States.”), Defendant asks the Court to dismss
Plaintiff’s conplaint inits entirety. 1In the Court’s view,
al t hough not previously subjected to robust judicial treatnent,
Def endant’ s constitutional challenge is best understood in the
context of the False Marking Statute’'s history. The Court’s
di scussion therefore begins with the rel evant historical

backgr ound.

A. Hi stori cal Backaground

1. Leqgi sl ative Hi story

Congress enacted the first iteration of the Fal se

10



Marking Statute in 1870, establishing “a penalty of not |ess than
one hundred dollars, with costs” for every violation of the
statute. Patent Act of 1870, ch. 230, 8§ 39, 16 Stat. 198, 203.
This renedy was to be pursued exclusively by private citizens in
exchange for half of the penalty recovered:
[ Any person who violates the statute] shall be liable for
every such offense to a penalty of not |ess than one hundred
dollars, with costs; one noiety of said penalty to the person
who shall sue for the sanme, and the other to the use of the
United States, to be recovered by suit in any district court
of the United States within whose jurisdiction such of fense
may have been conmitted.
Id. Congress revised the statute in 1952, replacing the $100
m ni mum penalty with a $500 maxi nrum penalty. See Patent Act of
1952, ch. 950, § 292(a), 66 Stat. 792, 814 (stating that those
who violate the statute “[s]hall be fined not nore than $500 for
every such offense”); S. Rep. No. 82-1979, at 22 (1952),

reprinted in 1952 U S.C.C. A N 2394, 2424 (“The mninmumfine,

whi ch has been interpreted by the courts as a maximum is
repl aced by a higher maxinmm?”).

In addition, the 1952 amendnent made the statute a
crimnal one that could be enforced by either the United States
or by qui tamrelators. See S. Rep. No. 82-1979, at 9 (1952),
reprinted in 1952 U.S.C.C. A N 2394, 2403 (“[T]his section .

mekes it an ordinary crimnal action as well as an inforner
action as in the present statute.”). The statute remains in such
formtoday; section 292(a) constitutes the crimnal provision,
whil e section 292(b) serves as the separate qui tam enforcenent

mechanism See 35 U S.C 8§ 292; S. Rep. No. 82-1979, at 22

11



(1952), reprinted in 1952 U S.C.C. A N 2394, 2424 (stating that

the “informer action is included as additional to an ordinary

crimnal action”).

2. Recent Casel aw Devel opnent s

Despite its lengthy history, nmuch of the statute’'s
| egal devel opnent has occurred in the wake of the Federa
Circuit’s 2009 ruling that the Fal se Marking Statute “requires
the [statutory] penalty to be inposed on a per article basis.”

Forest Gp., Inc. v. Bon Tool Co., 590 F.3d 1295, 1301 (Fed. Cr.

2009). Indeed, by ruling that each individual violation of the
statute gives rise to a separate penalty as opposed to one
penalty for the decision to falsely mark several itens, the

Forest Group decision pronpted the “cottage industry of false

marking litigation by plaintiffs who have not suffered any direct
harni that the Federal Circuit undoubtedly envisioned. For est
Gp., 590 F.3d at 1303 (internal marks omtted); see Thomas F.
Cotter, Optinmal Fines for False Patent Marking, 17 Mch

Tel ecomm & Tech. L. Rev. 181, 183 (2010) (“Not surprisingly,

Forest Group quickly generated a cottage industry of false patent

mar ki ng suits directed agai nst sonme of the nation’s | argest
corporations.”). This trend was reinforced by a nore recent
deci sion holding that the statute can be violated where an item
is marked as patented with a patent nunber that has since

expired. See Pequignot, 608 F.3d at 1361 (holding “that an

article covered by a nowexpired patent is ‘unpatented ” under

12



the statute).
G ven the considerable increase in qui tamlitigation

under the statute and the high stakes Forest G oup’s val uation

nmet hod gives rise to, fal se marking defendants have vi gorously
pursued a nunber of different |egal challenges to the statute.

For exanpl e, many defendants have asserted Article Il standing
obj ections which, initially, some courts accepted on the grounds
that the statute assigns to “any person” the right to enforce the

United States’ sovereign interest in having its |aws followed. °

° I n doing so, courts distinguished the Suprene Court’s

ruling that False Clainms Act qui tamrelators have standi ng due
to a partial assignment of the governnment’s rights and injuries.
See Mt. Agency of Natural Res. v. U S ex rel. Stevens, 529 U S
765, 773 (2000) (“We believe . . . that adequate basis for the
relator’s suit for his bounty is to be found in the doctrine that
t he assignee of a claimhas standing to assert the injury in fact
suffered by the assignor.”) Before approving standing under this
t heory, however, the Suprenme Court observed that Fal se O ainms Act
qui tam suits seek redress for tw distinct injuries to the
United States—nanely, “the injury to its sovereignty arising from
violation of its laws (which suffices to support a crim nal

| awsuit by the Governnent) and the proprietary injury resulting
fromthe alleged fraud.” 1d. at 771

Sei zing on the distinction between proprietary and
sovereign injuries, courts accepting Article Ill challenges to
section 292(b) held that Vernont Agency does not all ow otherw se
uninterested parties to sue by virtue of the qui tam provision
because section 292 violations constitute purely sovereign
injuries that cannot be assigned. See U.S. ex rel. FLEMC LLC v.
Wam O Inc., No. 10-0435, 2010 W 3156162, at *8 (WD. Pa. Aug.
3, 2010) (“The Court concludes that general standing principles
are consistent with assignnment principles, and therefore,
plaintiff cannot claimrepresentational standing because the
gover nnent cannot assign a purely ‘sovereign injury’ to a private
party.”); Stauffer, 615 F. Supp. 2d at 254 (“In nobst qui tam
actions, the alleged injury in fact to the United States as
assignor is obvious and proprietary. . . . In the context of a
section 292 claim however, the injury to the United States as
assignor is far less evident.”). The Federal Circuit rejected
this distinction entirely, concluding that qui tamrelators had

13



See, e.q., Stauffer v. Brooks Bros., Inc., 615 F. Supp. 2d 248,

254 (S.D.N.Y. 2009), rev'd, 619 F.3d 1321 (Fed. G r. 2010).
While the Federal Crcuit’s holding that qui tamrel ators have
Article Il standing under a “statutory assignnent of the United
States’ rights” appears to foreclose future standi ng objections,
Stauffer, 619 F.3d at 1325, it has not stopped false nmarking

def endants from asserting new constitutional defenses which the
Stauffer court did not reach, see id. at 1327 (reserving the

guestion of section 292(b)’s constitutionality under Article I

for anot her day).

B. Current Constitutional Landscape

Def endant’ s contention that section 292(b) viol ates
Article I'l's Take Care Clause is illustrative of this
devel opnent.® According to Defendant, section 292(b) runs afoul
of the Take Care C ause because it inperm ssibly del egates the

Executive Branch’s prosecutorial authority to private citizens. ’

standing to sue even if the injury sustained by the United States
was a purely sovereign one. See Stauffer, 619 F.3d at 1326
(“Contrary to the district court’s decision . . . Stauffer’s
standing as the United States’ assignee does not depend upon the
alleged injury to the United States being proprietary, as opposed
to sovereign.”); see also Juniper Networks, Inc. v. Shipley, ---
F.3d ----, 2011 W 1601995, at *6 (Fed. Cr. Apr. 29, 2011).

6

The Take Care Cl ause provides that the President “shal
take Care that the Laws be faithfully executed.” U.S. Const.
art. 11, 8 3.

! Def endant, in an entirely conclusory and unhel pfu
fashion, also reasons that the qui tam provision violates the
Appoi ntnents C ause. See U S. Const. art. I, 8 2, cl. 2. For

the reasons set forth infra in Part IV.C, resolution of this
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Pointing to the fact that the False Marking Statute is a
“crimnal one,” Pequignot, 608 F.3d at 1363; S. Rep. No. 82-1979,
at 9 (1952), reprinted in 1952 U S.C.C. A N 2394, 2403, Defendant

asks the Court to apply the “sufficient control” test from

Morrison v. AQson and find that section 292(b) does not afford

t he Executive Branch “sufficient control . . . to ensure that the
President is able to performhis constitutionally assigned
duties,” 487 U. S. 654, 696 (1988).

In the wake of the Federal G rcuit’s decision in
Stauffer, several false marking defendants have | odged simlar
contentions with varying results.® To date, only one court has
accepted such challenges to the False Marking Statute’'s

constitutionality. See Unique Prod. Solutions, Ltd. v. Hy-G ade

Valve, Inc., --- F. Supp. 2d ----, 2011 W 649998, at *7 (N. D

Chio Feb. 23, 2011) (“[T]he qui tam provision of the Fal se
Marking Statute, 35 U S.C. 8§ 292(b) is unconstitutional under the
Take Care C ause of the United States Constitution . . . .7),

reaff’d on reconsideration, No. 10-1912, 2011 W. 924341 (N.D.

chall enge is not necessary to this Court’s disposition.
Therefore, the Court will not address this issue any further.

8 Such contentions were raised prior to Stauffer, too.
See, e.qg., Pequignot v. Solo Cup Co., 640 F. Supp. 2d 714, 728-29
(E.D. Va. 2009) (rejecting Take Care C ause challenge). A
separate order of the Pequignot district court was subsequently
appeal ed to the Federal Crcuit. As discussed further infra, the
resul ting decision provided additional clarity concerning whether
section 292 functions as a civil or crimnal statute. See
Pequi gnot, 608 F.3d at 1363 (stating that “[t]he bar for proving
deceptive intent . . . is particularly high, given that the false
marking statute is a crimnal one, despite being punishable only
with acivil fine”).
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Chio Mar. 14, 2011). That court applied Mirrison's sufficient
control test to the statute, and found that section 292(hb)
unconstitutionally del egates prosecutorial authority to private
citizens.® Qher courts have strongly disagreed with this

concl usi on. See, e.q., Ford v. Hubbell Inc., No. 10-513, 2011 W

1259707, at *3 (S.D. IIl. Mar. 31, 2011); Luka v. Procter &

Ganble Co., --- F. Supp. 2d ----, 2011 W 1118689, at *7 (N.D.

[11. Mar. 28, 2011); Public Patent Found., Inc. v.

d axoSm t hKli ne Consuner Heal thcare, L.P., No. 09-5881, 2011 W

1142917, at *4 (S.D.N. Y. Mar. 22, 2011).
The Court now turns to sunmarize Morrison's test,
before discussing the split in authority anongst courts

considering the constitutional chall enge asserted.

1. Morrison's Sufficient Control Test

In Morrison v. A son, the Suprene Court considered a

constitutional challenge to the Ethics in Governnent Act (the
“EGA”) which permtted the “appoi ntnent of an ‘i ndependent
counsel’ to investigate and, if appropriate, prosecute certain
hi gh-ranki ng Governnent officials for violations of federal
crimnal laws.” 487 U. S. at 660. Specifically, the Court

evaluated, in relevant part, whether the EGA viol ated separation

9 The Uni que court’s judgment was appeal ed to the Federal

Circuit. The constitutionality of section 292(b) is also before

the Federal Circuit in United States ex rel. FLEMC, LLC v.

Wiam O Inc., No. 2011-1067. Briefing in that case was conpl et ed
on April 12, 2011, and oral argunment is currently set for July 7,
2011.
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of powers principles by “reducing the President’s ability to
control the prosecutorial powers w el ded by the independent
counsel.” |d. at 685.

Espousi ng and appl ying the abovenenti oned sufficient
control test, the Court upheld the EGA. In doing so, it pointed
to the fact that (1) the Attorney Ceneral had the power to renove
t he i ndependent counsel for good cause; (2) the decision to
appoi nt an i ndependent counsel was within the Attorney General’s
di scretion; (3) the independent counsel’s jurisdiction was
defined by reference to facts submtted by the Attorney Ceneral;
and (4) the independent counsel was required to conply with
Justice Departnent policy whenever possible. See id. at 696.
Under these circunstances, the Court concluded, the EGA did not
vi ol ate separation of powers principles because it left the
Executive Branch with “sufficient control over the independent
counsel to ensure that the President is able to performhis

constitutionally assigned duties.” [d.

2. Casel aw Fi ndi ng Section 292(b) Unconstitutiona

Drawi ng on the analysis in Mrrison, the Unique court
hel d that section 292(b) violates the Take Care C ause because it
does not afford the President sufficient control over litigation
comrenced under the Fal se Marking Statute. Central to this
finding, of course, is the Unique court’s corresponding

determ nation that the test set forth in Mrrison applies in the
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first instance. This conclusion, as the Unique court

acknow edged, see Unique, 2011 W 649998, at *4, has been a

subj ect of sonme debate; several courts have held that Mrrison
does not neatly apply to challenges to qui tam statutes.

For exanple, the en banc Fifth Circuit held that
Morrison was not necessarily relevant to determ ning the
constitutionality of the False Clains Act’s qui tam provision
because (1) the EGA assigned the i ndependent counsel the
responsibility of acting on behalf of the United States while qui
tamrelators under the False Cains Act nerely “bring a | awsuit
in the name of the United States”; and (2) unlike the independent
prosecutors enpowered to undertake crimnal prosecutions for the
United States under the EGA, “relators are sinply civil

l[itigants.” Riley v. St. Luke's Episcopal Hosp., 252 F.3d 749,

755 (5th Gr. 2001) (en banc). For substantially simlar
reasons, the Eastern District of Virginia deemed Morrison

i napplicable to a challenge to the False Marking Statute’'s qui

tam provi sion. See Pequignot, 640 F. Supp. 2d at 726-27 (hol ding
“it is not necessary for 8 292(b) to neet the demandi ng standard
applied by the Suprenme Court in Mirrrison,” largely because the
action pursued by a section 292(b) relator is “a civil action,
not a crimnal one”).

Despite this contrary authority, the Unique court
concluded that Morrison’'s test governed its analysis. First, it
intimated that it was bound to apply Morrison’ s sufficient

control test given that the Sixth Crcuit had done so in
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uphol ding the constitutionality of the qui tam provision in the
Fal se Clains Act. See Unique Prod., 2011 W. 649998, at *3 (“The

Sixth Crcuit Court of Appeals has relied upon Mrrison to uphold
the qui tam provisions of the [False Clains Act] . . . .” (citing
US. ex rel. Taxpayers Against Fraud v. Gen. Elec. Co., 41 F.3d

1032 (6th Gir. 1994))); Unique Prod., 2011 W. 924341, at *3

(“[T] he Court believes that, because it nust follow the Sixth
Circuit’s application of the Mirrison analysis to the non-patent
Fal se Cdains Act, consistency requires the Mrrison analysis to
apply to the False Marking Statute, as well.”). Second, the

Uni que court expressly disagreed wwth Ri|ley and Pequi gnot because
(1) it saw “no material difference between bringing a suit ‘in
the name of’ as opposed to ‘as’ the United States”; and (2) the
Federal G rcuit’s Pequignot decision had clarified that section

10

292 was, in fact, a crimnal statute. See Uni que Prod., 2011

W. 649998, at *5.

Havi ng concluded that the Mrrison analysis controlled
the inquiry, the Unique court held that the qui tam provision in
the Fal se Marking Statute was unconstitutional because it
conferred | aw enforcenent authority upon private individuals
W t hout sufficient reservation of control to the United States:

As di scussed, supra, unlike the [False Cains Act], the Fal se

10 As explained in note 8, a separate order of the

Pequi gnot district court was appealed to the Federal Circuit.

The Federal Circuit’s decision, which stated that the Fal se
Marking Statute is a crimnal statute, see Pequignot, 608 F.3d at
1363, cane out after the Pequignot district court rejected the
Take Care O ause chall enge.
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Mar ki ng statute | acks any of the statutory controls necessary
to pass Article Il Take Care C ause nuster. The Fal se Marking
statute essentially represents a whol esale del egation of
crimnal |aw enforcenent power to private entities with no
control exercised by the Departnent of Justice. It is unlike
any statute in the Federal Code with which this Court is
famliar. Any private entity that believes soneone i s using
an expired or invalid patent can file a crimnal lawsuit in
the name of the United States, w thout getting approval from
or even notifying the Department of Justice. The case can be
litigated without any control or oversight by the Departnent
of Justi ce. The governnent has no statutory right to
intervene nor does it have aright tolimt the participation
of the relator. The governnment does not have the right to
stay discovery which may interfere with the governnment’s
crimnal or civil investigations. The governnent may not
dism ss the action. Finally, the relator my settle the case
and bi nd t he governnment wi t hout any i nvol vement or approval by
t he Departnent of Justice.

ld. at *6 (internal citation omtted). This delegation of
authority, as the Unique court found, is particularly troubl esone
in light of the recent devel opnents described supra in Part

V. A 2:

The danger of this uncontrolled privatization of |aw
enforcenent is exacerbated by the financial penalties in this
statute. The penalty is up to $500 for each article falsely
mar ked. Dependi ng upon the nunber of itenms, this could be a
st aggering anount of noney or atrivial anount. The statutory
penalty is not calibrated to the size or econonic strength of
the defendant, the significance of the product, or to the
degree of conpetitive harm the false marking may have had
beyond si nply the gross nunber of articles falsely marked. It
is therefore essential that the governnent have control over
when such cases are brought, and nost inportantly, how they
are settled. Such deci sions should be made by government
attorneys who have no financial stake in the outcone of the
litigation or settlenent, not by private parties notivated
solely by the prospect of financial gain.

ld. (internal citations omtted).
For these reasons, the Unique court concluded that
section 292(b) fails Mrrison's sufficient control test and

viol ates the Take Care C ause. See id. at *7.
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3. Casel aw Rejecting Constitutional Challenges to
Secti on 292(b)

In so holding, the Unique court’s decision lives up to
its nane; to date, every other court that has considered section
292(b)’ s constitutionality under Article Il has rejected the

chal | enge asserted. See Sinmonian v. Allergan, Inc., No. 10-2414,

2011 W 1599292, at *4-5 (N.D. IIl. Apr. 28, 2011); Luka, 2011 W
1118689, at *8; Ford, 2011 W. 1259707, at *3; Buehl horn v. Univ.

Valve Co., No. 10-559, 2011 W 1259712, at *4 (S.D. IIl. WNar. 31,
2011); Public Patent Found., 2011 W 1142917, at *4 (S.D.N.Y.

Mar. 22, 2011); Hy Cite Corp. v. Regal Ware, Inc., No. 10-168,

2011 W 1206768, at *4 (WD. Ws. Mar. 15, 2011); Shizzle Pop,
LLC v. Wham O, Inc., No. 10-3491, 2010 W 3063066, at *3 (C. D.

Cal. Aug. 2, 2010); Zojo Solutions, Inc. v. Stanley Wrks, 712 F.

Supp. 2d 756, 758 (N.D. I1l1l. 2010); Pequignot, 640 F. Supp. 2d at
728. The Northern District of Illinois’ decision in Sinonian is

illustrative of such cases. Rejecting Unigue, the Sinonian court
hel d that Morrison does not apply to the sanme degree insofar as
the action under which a false marking relator proceeds is a

civil action. See Sinonian, 2011 W. 1599292, at *4.

The Sinmonian court found, noreover, that section 292(b)
provi des sufficient safeguards to the governnent’s interests.
See id. For exanple, follow ng actions under section 292, (1)
district court clerks are required to apprise the Executive
Branch of the action, see 35 U . S.C. 8 290 (requiring the clerks

of the United States courts to give notice of clains brought
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under Title 35 to the Director of the Patent and Trademark O fice
(“PTO)); (2) the governnent may intervene in the action, see
Fed. R Cv. P. 24; and (3) any settlenent would require the
governnent’s approval follow ng intervention, see Fed. R Cv. P
41(a) (1) (A (ii) (dism ssal by the plaintiff is perm ssible
provided a “stipulation of dismssal” is “signed by all parties
who have appeared”).

Finally, as courts rejecting Take Care O ause
chal l enges to section 292(b)’s qui tam provision often do, the
Si noni an court pointed to practical considerations mlitating

against finding the statute unconstitutional. See Sinonian, 2011

WL 1599292, at *5 (noting that the Federal Circuit would have

addressed the issue sua sponte if it perceived a Take Care C ause

problen); see also Hy Gte Corp., 2011 W. 1206768, at *5

(“[ D] efendants have not only failed to show that the governnment’s
ability to exercise authority in this case through the cited
avenues has been thwarted or even inhibited, the governnent’s
participation as amcus is strong evidence to the contrary.”).

It is against this |l egal |andscape that the Court turns

to evaluate Defendant’s constitutional chall enge.

C. Di scussi on

Separation of powers is deeply enbedded in our
constitutional structure, reflecting the Franmer’s recognition
that “structural protections against abuse of power [are]

critical to preserving liberty.” Bowsher v. Synar, 478 U S. 714,
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730 (1986); see Buckley v. Valeo, 424 U. S 1, 122 (1976) (“The

Framers regarded the checks and bal ances that they had built into
the tripartite Federal Government as a sel f-executing safeguard
agai nst the encroachnent or aggrandi zenent of one branch at the
expense of the other.”). Broadly speaking, it is violated when
one branch of governnment aggrandi zes itself at the expense of

anot her, see Bowsher, 478 U.S. at 727-28, or when one branch of

governnent “inperm ssibly underm ne[s]” another branch, Commodity
Futures Trading Commin v. Schor, 478 U.S. 833, 856 (1986).

1. Morrison's Sufficient Control Test (Governs

Here, the question presented to the Court is whether
the Fal se Marking Statute’s qui tam provision violates separation
of powers by inperm ssibly undermining the President’s ability to
“take Care that the Laws be faithfully executed.” U S. Const.
art. I, 8 3. In considering the sanme inquiry with respect to
the False Cains Act’s qui tam nechanism many courts have
applied Mirrison’s sufficient control test and upheld the qui tam
provision in light of the controls the False Cains Act reserves

for the Executive Branch. See, e.q., Taxpayers Against Fraud, 41

F.3d at 1041; U.S. ex rel. Kelly v. Boeing Co., 9 F.3d 743, 754-

55 (9th Cir. 1993); U.S. ex rel. Kreindler & Kreindler v. United

Techs. Corp., 985 F.2d 1148, 1155 (2d Gr. 1993). ' \hile sone

H Al t hough the Second Circuit’s Kreindler decision did
not cite Murrison, it analyzed the False Clains Act’s
constitutionality by reference to the degree of control afforded
to the Executive Branch. See Kreindler, 985 F.2d at 1155
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courts have disagreed with this node of analysis for qui tam
statutes, see R ley, 252 F.3d at 755; Pequignot, 640 F. Supp. 2d
at 726-27, the Court concludes that Mrrison's test is
controlling for two reasons.

First, the Court believes that the nature of qui tam
actions necessarily requires inquiry into whether the rel evant

qui_tam provision affords the Executive Branch “sufficient

control . . . to ensure that the President is able to performhis
constitutionally assigned duties.” 487 U S. at 696. i _tam
statutes, after all, always reflect at |east sone del egation of

the Executive Branch’s | aw enforcenent authority. See Brockovich

V. Cnty. Med. Cirs., Inc., No. 06-1609, 2007 W. 738691, at *5

(E.D. Cal. Mar. 7, 2007) (noting that “qui tam statutes generally
have i nportant procedural safeguards, since they involve the
del egation of some sovereign attributes fromthe governnent to

the private citizen” (internal marks onitted)); see also Marra v.

Burgdorf Realtors, Inc., 726 F. Supp. 1000, 1013 (1989). It is
necessary to carefully eval uate whether, under the circunstances,
t he del egati on nmade offends the Constitution s structural

protections; Mrrison's test facilitates this type of inquiry. *?

(holding the False Clainms Act’s qui tam provision does “not usurp
t he executive branch’s litigating function because the statute

gi ves the executive branch substantial control over the
[itigation”).

12 The Court recognizes that the rich history of qui tam
statutes may mlitate in favor of rejecting the constitutiona
chal l enge | odged in a particular case. See Vt. Agency, 529 U S
at 801 (Stevens, J., dissenting) (stating that the historica
evi dence of qui tam actions “together with the evidence that
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Second, the Court agrees with the Unique court that
section 292(b) represents the very del egation of crimnal |aw
enforcenent authority that Mrrison's test was designed to
assess. |Its legislative history reveals as nuch: a key purpose
of the 1952 anendnent was to transformthe statute into an
ordinary crimnal statute with a private enforcenent nechani sm
See supra Part IV.A 1. That the private enforcenent nmechani sm
happens to be civil in formdoes not change the fact that the
wrong for which it enables relators to seek redress is the injury
the United States suffers when a person or entity violates

federal law. '®* See Pequignot, 608 F.3d at 1363 (stating “that

the false marking statute is a crimnal one, despite being
puni shable only with a civil fine” and that the qui tam provision

“arises under a crimnal statute”).

private prosecutions were comonplace in the 19th century, is . .

sufficient to resolve the [Take Care C ause] question”). This
hi story, however, does not obviate the need to methodically
assess whether the qui tam provision in question offends
separation of powers by depriving the Executive Branch of the
controls necessary to allow the President to performhis
constitutionally assigned duties.

13 As discussed in note 5 the Federal Circuit recently
rej ected a standing challenge to section 292(b), holding that the
sovereign injury to the United States caused by a viol ation of
the Fal se Marking Statute sufficed to establish Article I11
standing for otherwi se uninjured qui tamrelators. See Stauffer,
619 F.3d at 1326. Based on this conclusion, the Stauffer court
deened it unnecessary to definitively deci de whet her “section 292
addresses a proprietary or a sovereign injury of the United
States, or both (as does the False Clainms Act. . . .).” Id.
hbvertheless the Court believes that a section 292(b) rel at or
asserts an exclusively sovereign interest inasnmuch as (1) the
statute giving rise to the cause of action is a crimnal one;
with (2) no apparent proprietary harm caused by viol ations.
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The Court, therefore, will proceed to evaluate section

292(b) under Mrrison's sufficient control test.

2. Application of Mrrison

Applying Murrison, the Court finds that section 292(b)
fails to provide the Executive Branch sufficient safeguards “to
ensure that the President is able to performhis constitutionally
assigned duties.” 487 U S. at 696.

A conparison to the False Cains Act illustrates
section 292(b)’s constitutional deficiency. The False Cains
Act’s qui tam provision requires the United States to: receive
the conplaint and rel evant information before the defendant is
served, see 31 U . S.C. §8 3730(b)(2); have an evaluatory period
during which the conplaint is filed under seal and the defendant
is not apprised of the conplaint, see id.; and have the “primary
responsi bility” for prosecuting the case if it elects to
intervene in the case, see id. § 3730(c)(1). |In addition, the
United States enjoys significant rights in False Cains Act qui
tamlitigation, including the right to: not be bound by the
relator’s acts if it opts to intervene, see id.; seek disnm ssa
or settlenent of the action over the relator’s objections, see
id. 8 3730(c)(2)(A)-(B); and prevent disnissal by the relator,
see id. 8§ 3730(b)(1). Moreover, in the event the United States
opts not to intervene, it still enjoys the right to: Ilimt

di scovery, see id. 8 3730(c)(4); and receive all pleadings upon
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request, see id. § 3730(c)(3)."

The Fal se Marking Statute, by contrast, contains no
such statutory limtations on its qui tam provision. Broadly
permtting “any person” to “sue for the [$500] penalty” in
section 292(a), it requires no notice to the United States, and
provi des no neans by which the United States may control the
initiation, prosecution, or termnation of litigation commenced
onits behalf. 35 U S.C § 292(b). The what, when, where, and
how of the litigation remain subject to the whins of whonever
sees fit to bring the suit. Under these circunstances, the
statute “essentially represents a whol esal e del egati on of
crimnal | aw enforcenent power to private entities with no
control exercised by the Departnent of Justice.” Unique, 2011 W

649998, at *6. And given the avail able financial penalties under

14 The origin of these statutory controls can be traced to

a 1943 anendnent that sought “to make the United States the
master of pending qui tamsuits.” U.S. ex rel. Bayarsky v.
Brooks, 154 F.2d 344, 346 (3d GCr. 1946). The initial iteration
of the False Cainms Act did not have such |imtations on the
relator’s ability to conduct False Clains Act litigation, see Act
of Mar. 2, 1863, ch. 67, 8 6, 12 Stat. 696, 698, and led to a
reginme in which relators brought False Clains Act suits alleging
fraud that was al ready known and subject to prosecution by the
governnent, see U S. ex rel. Marcus v. Hess, 317 U S. 537, 545-46
(1943). The 1943 anmendnents served “to restrict and limt
informer suits to cases in which facts are voluntarily discl osed
to the Departnent of Justice, which facts are not then in their

possession.” U.S. ex rel. Coates v. St. Louis day Prods. Co.,
65 F. Supp. 645, 650 (E.D. Mb. 1946). They al so sought to put
“such suits . . . in charge of the United States when consi dered
desirable by the Attorney General.” Bayarsky, 154 F.2d at 346.

In 1986, the Fal se Cains Act was anended again, increasing the
United States’ control over qui tamlitigation. See generally S
Rep. No. 99-345 (1986), reprinted in 1986 U S.C. C A N 5266.
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Forest Group, this lack of control is all the nore troubling. *°

See id.

Mor eover, the supposed protections created by other
sources of law sinply do not suffice to ensure that the President
can take care that the laws of the United States be properly

carried out. Cf. Sinonian, 2011 W. 1599292, at *5 (concl uding

that “the governnment maintains a sufficient |evel of control over
qui_tam actions brought under Section 292(b)”). First, the fact
that notice of all pending patent cases is provided to the PTO
within one nonth of filing, see 35 U S.C. 8 290, does not
constitute sufficient notice to the Executive Branch. This
notice is not expedi ent enough to provide the United States with
sufficient time to protect its interests, and is not directed to
t he Departnment of Justice—the agency responsi ble for representing
the United States’ interests in a false marking suit. See

Uni que, 2011 W 649998, at *5 (“[B]y the tine the governnent is
informed by the clerk of an action being filed, the case may have
al ready been settled. This presents a unique problemw th Fal se
Mar ki ng qui_tam actions because relators are likely to be

interested in a quick settlenment wthout the delay and expense of

15 Congress evidently agrees. On March 8, 2011, the
Senate passed a neasure that would only allow the United States
to sue for the $500 nmaxi num penalty. See Anmerica Invents Act, S
23, 112th Cong. § 2(k)(1) (as passed by the Senate, Mar. 8,

2011) Under the proposed bill, the gui tam provision woul d be
replaced entirely, and private i ndi vi dual s woul d only be
permtted to bring a civil action upon suffering a conpetitive

injury froma violation of the statute. 1d. The anmendnents
woul d “apply to all cases, w thout except on, pending on or after
the date of the enactnent of th[e] Act. _g_ 2(k)(2).
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protracted litigation.”).

Second, the availability of intervention under the
Federal Rules of Civil Procedure and the correspondi ng
protections associated with intervention do not go far enough.
Wiile the United States could prevent a section 292(b) relator
fromvoluntarily dism ssing the case upon intervention, see Fed.
R CGv. P. 41(a)(1)(A(ii), this requires the Court to order
intervention on the United States’ notion in the first instance,
see Fed. R Cv. P. 24. A though the Federal C rcuit has
reversed a district court for refusing to permt intervention in

a false marking suit under Rule 24(a)(2), see Stauffer, 619 F.3d

at 1328, it is not clear to the Court that intervention wll or
must be ordered in any given case. Moreover, as noted, a section
292(b) relator could voluntarily dismss a case before the United
States even has the opportunity to seek intervention at all. See
Fed. R Civ. P. 41(a)(1)(A)(i); Unique, 2011 W 649998, at *5.

Thus, despite the external protections avail able, the
United States is not able to effectively exercise even a basic
degree of control over a section 292(b) relator’s case. *®* The
relator, by bringing the suit, is the master of the suit

and—unlike in the False dains Act context—+enmains as such.

16 Moreover, while not relevant to the constitutiona

guestion presented, the anmendnents to the Fal se O ai ns Act

di scussed in note 14 denonstrate that the supposed protections
created by other sources of |aw are overstated. Congress, after
all, found it necessary to increase the United States’ control of
Fal se Cains Act qui tamlitigation despite the existence of the
sane protections cited as adequately protecting the United
States’ interests in false marking litigation.
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| ndeed, unlike the rights it enjoys in False Clains Act qui tam
litigation, the United States has no ability to (1) control the
litigation by seeking dism ssal or settlenent over objection; (2)
limt discovery in any neani ngful way; or (3) take prinmary
control over the litigation.

For these reasons, the Court finds that section 292(b)
fails to provide “the Executive Branch sufficient contro
to ensure that the President is able to performhis
constitutionally assigned [duty]” to “take Care that the Laws be
faithfully executed.” Morrison, 487 U S. at 696; U S. Const.
art. I, 8 3. Consequently, the Court concludes that section

292(b) violates the Take Care d ause.

V. CONCLUSI ON

For the reasons expl ai ned above, Defendant’s notion to
dismss for failure to state a claimw || be denied. Because the
Court finds section 292(b) to be unconstitutional under Article
I1"s Take Care Cl ause, Defendant’s notion to dismss on
constitutional grounds will be granted. An appropriate O der

w il follow
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I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

BRUCE A. ROCGERS, : ClVIL ACTI ON
: NO 11-1111
Pl ai ntiff,

V.
TRI STAR PRODUCTS, | NC.

Def endant .
ORDER

AND NOW this 2nd day of June, 2011, it is hereby
ORDERED t hat Defendant’s notion to dismss for failure to state a
claim (doc. no. 6) is DEN ED

It is hereby further ORDERED that Defendant’s notion to
di sm ss on constitutional grounds (doc. no. 5) is GRANTED.
Plaintiff’s conplaint is hereby DI SM SSED wi th prejudice;

It is hereby further ORDERED that this case shall be

mar ked CLOSED.

AND I T I'S SO ORDERED.

S/ Eduardo C. Robreno
EDUARDO C. ROBRENO, J.
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